Springland International (1700 HK)

B YoY SSSG decline narrowed in 1Q15 vs. 3Q14-4Q14, and we expect
positive growth is possible in 2015E

B New stores opened in 2015 could prolong earnings recovery
B More evidence of earnings recovery needed for re-rating

SSSG may slightly improve in 2015

Net profit dropped 13% YoY to RMB634mn in FY14. Excluding the net loss of RMB49mn
from JV of Zhenjiang Commercial Centre (50% stakes) and RMB25mn impairment of
goodwill from department stores, actual net profit dropped 4.5% YoY, 1.4% lower than
market consensus. Department stores SSSG recorded -2% year to date; excluding gold and
jewelleries, it grew positive single digit. Negative SSSG narrowed in 1Q15 compared with
3Q14-4Q14 (3Q:-4%, 4Q: -3.5%). Department store business SSSG is very much likely to
return to a positive lower single growth rate in 2015 considering the whole business is
focusing on transition and providing better consumer experience.

New stores open to suppress profit turnaround

The company didn't open any new stores in 2014, but planned to open one shopping mall
for each year from 2015-2017. The company also acquired the remaining 50% stakes of its
JV in February. New store openings and the JV may supress profit growth in the short term,
given a possible loss of RMB 70mn in 2015. Shopping mall will take around 4-5 years to
break even.

Operating margin to deteriorate further in 2015-2016

The OPM for department store business was stable whilst the OPM for supermarkets kept
declining since 2010, mainly due to surging rental and labour costs of new stores. The 10
new supermarkets opened in 2015 will lead to a loss of RMB30mn. However, the company
expects OPM of supermarkets to stabilize from 2017 as capex declines. We expect
company’s OPM to drop to 7.6% in 2016 from 8.3% in 2014. We revised down our sales
and profit forecast 6%-9% and 22%-29% respectively, and expect 2015-17 earnings growth
at -4.6%, +5.9% and +9%YoY respectively.

Valuation/ Key risks

Similar to its peers, the counter has suffered from de-rating since 2013. It is currently trading
at 7.5x2015 PE and 0.8x2015 PB, 11% discount to historical average of 9x PE and its
sector average of 9.1x2015 P/E. The 6.7% dividend yield2015E is quite attractive with
dividends pay-out ratio of ~50% every year. We think the share price downside is limited
and upside catalyst is clear sign of positive profit growth. We cut our TP from HK$3.3 to
HK$2.5, based on 8.0x2015E PE, maintain Neutral ratina.

Financials

Revenue 4,162 4,276 4,514 4,827 5,118
Growth (%) 9.3% 2.8% 5.6% 6.9% 6.0%
Net profit 730 634 605 641 698
Growth (%) 12.1% -13.2% -4.6% 5.9% 9.0%
EPS (RMB) 0.29 0.26 0.25 0.26 0.29
DPS (RMB) 0.15 0.14 0.12 0.13 0.14
PIE (x) 6.4 71 75 71 6.5
P/B (x) 0.9 0.9 0.8 0.8 0.7
ROE (%) 14.5% 12.2% 10.7% 10.7% 10.9%

Source: Company data, CMS (HK) estimates
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TP and estimate downgraded

NEUTRAL

Previous Neutral

Price HK$2.32

12-month Target Price
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(%)
20 ——1700 ——HSI Index

-40 . s .
Mar/14 Jul/14 Oct/14 Feb/15

Source: Bigdata

% 1m 6m 12m
1700 HK 1.7) (26.7) (31.0)
HSI (3.6) (1.9) 11.3
Hang Seng Index 24120
HSCEI 11982
52-week range (HK$) 2.27-3.6
Market cap (HK$ mn) 5661
Avg. daily volume (mn) 1.98
BVPS (HK$) 21
Octopus Holdings Foundation 58.44%
Matthews International Capital 7.15%
Management, LLC

International Value Advisers, LLC 5.29%
No. of shares outstanding (mn) 2440
Free float 40.16%

1. Inexpensive but lacks re-rating catalyst 2014/8/18

2. Springland International: Promotions dragged
down profit margin, 2014/1/20

3. Supermarkets face fierce competition, initiate with
Neutral rating 2013/10/16
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#RmAR R+ K) 682 697 906 1126 1346
YoY 5.1% 2.2% 30.0% 24.3% 19.5%
mex 16.6% 16.7% 16.8% 16.8% 16.8%
HEMBEANARTFES)

HAEHE 8,132 7,878 8,036 8,542 8,969
YoY 14% -3% 2% 6% 5%
A 277 312 309 337 354
YoY -3.4% 12.6% -1.0% 9.0% 5.0%
A 61 72 84 103 124
YoY 25% 18% 17% 22% 21%
Bt 8,470 8,262 8,428 8,981 9,447
YoY 13.8% -2.5% 2.0% 6.6% 5.2%
kS 1,347 1,319 1,350 1,435 1,507
KN 1,685 1,703 1,743 1,875 1,984
YoY 8.6% 1.1% 2.3% 7.6% 5.9%
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g (FHTX) 312 321 368 423 487
YoY 12% 3% 15% 15% 15%
meE 17% 16% 16% 16% 16%
e REFAN (ARTET)
HAR 241 261 284 313 338
HAEHE 15% 8% 9% 10% 8%
YoY 2,380 2,478 2,651 2,811 2,976
4K 10% 4% 7% 6% 6%
YoY 44 48 59 76 87
A4 122 144 168 206 248
YoY 13% 9% 24% 28% 14%
Bt 2,665 2,787 2,995 3,199 3,401
YoY 10.3% 4.6% 7.5% 6.8% 6.3%
S 40 41 44 49 53
£ 13 6 16 17 18
PN 2,477 2,573 2,771 2,952 3,134
YoY 10% 4% 8% 7% 6%
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N 4,162 4,276 4,514 4,827 5,118
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H AL B E 709 721 774 823 862
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Y (573) (583) (617) (670) (707)
A7 18 B A 4K (317) (333) (367) (394) (404)
A4 (81) (98) (126) (146) (154)
A i Y (494) (525) (640) (660) (670)
zEAH 1,095 1,019 942 994 1,077
278 A 1A T AF AR 9.8% 9.2% 8.2% 8.2% 8.4%
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o b ERE N B BB 4) (49) 0 0 0
A AT )1 1,035 920 879 930 1,012
P # AL (299) (275) (262) (277) (302)
FTRAE -28.8% -29.8% -29.8% -29.8% -29.8%
e AR 737 634 617 653 710
FNARBHAAN 730 634 605 641 698
R P K 12.1% -13.2% -4.6% 5.9% 9.0%
AR E S R g 6.6% 5.7% 5.3% 5.3% 5.4%
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%ok B R 848 HK 811 1.1 35 6.7 6.1 07 06 9.3 11.8 na 2.6
A48 B R 1212 HK 3059 13.3 10.2 9.8 91 1.3 1.2 7.9 176 7.9 4.2
3 9.4 9.1 84 1.0 09 6.3
A &
IRHABR 600859 CH Equity 1399 22.6 15.9 15.0 138 15 11 45 10.0 4.8 2.5
FRE R 600729 CH Equity 1444 26.5 22.0 14.4 13.1 2.0 1.8 95 126 5.9 1.1
RIH AR 002419 CH Equity 1554 14.5 21.6 18.7 16.9 2.3 21 7.3 124 53 2.6
3 19.8 16.0 146 1.9 1.7 7.1
E3d
CAERS M US Equity 22727 63.9 14.3 134 122 41 41 638 29.4 100 2.0
Kohl's KSS US Equity 12059 74.1 17.4 16.3 148 2.5 25 6.9 150 7.6 2.0
Nordstrom JWN US Equity 14689 80.1 21.3 211 19.2 56 51 9.3 32.0 100 24
F3Y 17.7 17.0 154 4.1 39 77
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